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STATE  OF  TEXAS  § 

§ 

COUNTY  OF  TARRANT  § 

J!"*?*  and  Gas  Lease  is  entered  int0  Ws<te  day  of  AUGUST,  2008,  by  and  between  John  M.  Hamilton 
Lessor"),  whose  address  is  1220  MELODY  LANE,  ROANOKE,  TEXAS,  76262-9307,  and  Caffey  Group  LLC  ' 
(  Lessee  ),  whose  address  is  309  W.  7th  St,  Suite  1300,  Fort  Worth,  Texas,  76102. 

a    u-L.      FOR  VALUABLE  CONSIDERATION,  the  receipt  and  sufficiency  of  which  is  hereby  acknowledged 
and  subject  to  the  terms  and  provisions  contained  herein,  Lessor  does  hereby  LEASE  exclusively  unto  Lessee  the 
land  described  below  herein  referred  to  as  the  "Leased  Premises"  for  the  purposes  of  exploring  and  drilling  for 
producing,  storing,  treating,  transporting  and  marketing  oil  and  gas  and  all  substances  produced  therewith  conferring 
all  rights  and  easements  reasonably  necessary  or  useful  for  Lessee's  operations  hereunder.  The  Leased  Premises  is 
described  as  follows: 

Lot  Three-R  (3R),  Block  Five  (5),  MELODY  HILLS  ESTATES  SUBDIVISION,  an  addition  near  the  City  of  Keller 
Tarrant  County,  Texas,  according  to  the  revised  plat  thereof  recorded  in  Volume  388-61,  page  45  Plat 
Records,  Tarrant  County,  Texas,  Containing  A  939  acres. 

2.  This  is  a  Paid  Up  Lease.  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  remain  in 
force  for  a  term  of  Three  (3)  years  from  the  date  shown  above,  hereafter  called  the  -Primary  Term"  and  as  long 
thereafter  as  oil  or  gas  ts  produced  from  the  Leased  Premises  or  operations  are  conducted  thereon  as  herein  provided. 

3.  As  royalty,  Lessee  covenants  and  agrees:  (a)  to  deliver  to  the  credit  of  Lessor,  in  the  pipeline  to  which 
r\  Lesseejmav  connect  its  wells  or  in  the  absence  of  pipeline  connection,  into  Lessee's  storage  facilities  the  equal  to 

J^F^vWtent  (25%)  part  of  all  oil  produced  and  saved  by  Lessee  from  the  Leased  Premises,  Lessor's  interest  to 
bear  the  same  percent  of  the  costs  of  treating  oil  to  render  it  marketable;  (b)  to  pay  Lessor  on  gas  and  casinghead  gas 
produced  from  the  Leased  Premises  (1 )  when  sold  by  Lessee,  twenty  two  percent  (25%)  of  the  amount  realized  by 
Lessee^computed  at  the  mouth  of  the  well,  or  (2)  when  used  by  Lessee  off  of  the  Leased  Premises  or  in  the 
manufacture  of  gasoline  or  other  products,  the  market  value,  at  the  mouth  of  well  of  the  same  percent  of  such  gas  and 
casinghead  gas.  The  royalties  provided  in  this  Lease  shall  be  determined  and  delivered  to  Lessor  free  of  any  monetary 
out  of  pocket  costs  of  development,  production,  compression,  processing,  treating,  gathering,  transportation  delivery 
marketing,  or  other  post-production  costs  incurred  by  Lessee  beyond  the  wellhead  to  the  point  of  delivery  to  the  gas  * 
gatherer,  transporter  or  purchaser,  whichever  occurs  first,  excepting  however  taxes  of  any  character  applicable  to 
Lessor's  share  of  production  that  are  paid  by  Lessee.  This  paragraph  is  not  surplusage,  but  shall  govern  over  all  other 
royalty  provisions  of  this  Lease. 

4.  Notwithstanding  any  other  provision  of  this  Lease  to  the  contrary,  this  Lease  will  cover  only  oil  gas  and 
associated  hydrocarbons  and  shall  not  cover  any  other  substances  or  minerals. 

5.  Lessee  is  hereby  granted  the  right,  at  its  option,  to  pool  or  unitize  any  (and  covered  by  this  lease  with 
any  other  land  covered  by  this  lease,  and/or  with  any  other  land,  lease,  or  leases,  as  to  any  or  all  minerals  or  horizons 
so  as  to  establish  units  containing  not  more  than  80  surface  acres,  plus  10%  acreage  tolerance;  provided  however  ' 
units  may  be  established  as  to  any  one  or  more  horizons,  or  existing  units  may  be  enlarged  as  to  any  one  or  more  ' 
horizons,  so  as  to  contain  not  more  than  640  surface  acres  plus  10%  acreage  tolerance,  if  limited  to  one  or  more  of  the 
foltowing:  (1)  gas,  other  than  casinghead  gas,  (2)  liquid  hydrocarbons  (condensate)  which  are  not  liquids  in  the 
subsurface  reservoir,  (3)  minerals  produced  from  wells  classified  as  gas  wells  by  the  conservation  agency  having 
junsdiction.  If  larger  units  than  any  of  those  herein  permitted,  either  at  the  time  established,  or  after  enlargement  are 
permitted  or  allowed  under  any  governmental  rule  or  order,  for  the  drilling  or  operation  of  a  well  at  a  regular  location  or 
for  obtaining  maximum  allowable  from  any  well  to  be  drilled,  drilling,  or  already  drilled  any  such  unit  may  be  established 
or  enlarged  to  conform  to  the  size  permitted  or  allowed  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said 
option  as  to  each  desired  unit  by  executing  an  instrument  identifying  such  unit  and  filing  it  for  record  in  the  public  office 
in  which  this  lease  is  recorded.  Each  of  said  options  may  be  exercised  by  lessee  at  any  time  and  from  time  to  time 
white  th(S  lease  is  in  force,  and  whether  before  or  after  production  has  been  established  either  on  said  land  or  on  the 
portion  of  said  land  included  in  the  unit,  or  on  other  land  unitized  therewith.  A  unit  established  hereunder  shall  be  valid 
and  effective  for  all  purposes  of  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  in  lands 
within  the  unit,  which  are  not  effectively  pooled  or  unitized.  Any  operations  conducted  on  any  part  of  such  unitized  land 
shall  be  considered,  for  all  purposes,  except  the  payment  of  royalty,  operations  conducted  upon  said  land  under  this 
tease.  There  shall  be  allocated  to  the  land  covered  by  this  lease  within  each  such  unit  (or  to  each  separate  tract  within 
the  unit  rf  this  lease  covers  separate  tracts  within  the  unit)  that  proportion  of  the  total  production  of  unitized  minerals 
from  the  unit,  after  deducting  any  used  in  lease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or 
in  each  such  separate  tract)  covered  by  this  lease  within  the  unit  bears  to  the  total  number  of  surface  acres  in  the  unit, 
and  the  production  so  allocated  shall  be  considered  for  all  purposes,  including  payment  or  delivery  of  royalty  overriding 
royalty  and  any  other  payments  out  of  production,  to  be  the  entire  production  of  unitized  minerals  from  the  land  to 
which  allocated  in  the  same  manner  as  though  produced  therefrom  under  the  terms  of  this  lease  The  owner  of  the 
reversionary  estate  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royalties  pursuant  to  this  paragraph 
or  of  shut-in  royalties  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requiring  production  of  oil  or  gas  The 
formation  of  any  unit  hereunder  which  includes  land  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or 
transferring  any  interest  under  this  lease  (including,  without  limitation,  any  shut-in  royalty  which  may  become  payable 
under  this  tease)  between  parties  owning  interests  in  land  covered  by  this  lease  and  parties  owning  interests  in  land 
not  covered  by  this  lease.  Neither  shall  it  impair  the  right  of  lessee  to  release,  except  that  lessee  may  not  so  release 
as  to  lands  within  a  unit  while  there  are  operations  thereon  for  unitized  minerals  unless  ail  pooled  leases  are  released 


as  to  lands  within  the  unit  At  any  time  while  this  lease  is  in  force  lessee  may  dissolve  any  unit  established  hereunder 

" *•        °*»  «*«  «*  l^se  is  recorded  a  declarafionTtiat  3m »  at ^ 
2SSSES2/?I ^conducted  thereon  for  unitized  minerals.  Subject  to  the  provisions  of  this  paragraph  a  unit  once 

S^t^  '^T  ^  80  l0n9  38  any  16386  SUbjeCt ther°to  sha«  remain  in S  If  thte  leai  nlw 
Pnten^  „,  ^Tl.  pa,rale  traots'  no  P00""9  or  unifeation  of  royalty  interests  as  between  any  such  separate  tracts* 
intended  or  shall  be  impl.ed  or  result  merely  from  the  inclusion  of  such  separate  tracts  within  thia^^At^^Sl 

™X%T£uT  'ST"  *  ""T?  proVided ms  para9raph       SSlSS  allSof  Son  a" 
I^KSl  *Lused  10  9115  Paragraph,  the  words  "separate  tract"  mean  any  tract  with  royalty  ownership  differing 
now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  as  to  any  other  part  of  the  leased  premises. 

„,  *  .     If  ft  any  time  there  is  a  well  on  the  Leased  Premises  capable  of  producing  gas  but  the  well  has 

stoppec Maang  produced  for  a  lack  of  a  market  or  if  the  well  is  not  completed  due  to  a  lack  of  p^eHne  S 

SEPTET*  °'^f r  900d  031,86  and      Lease  is  not       ^""^ in  *«•  "y  some  ^provision 

™tdf„  «^  ^  T88  to  156  cont,nued  ,n  force  by  some  other  provision  hereof,  whichever  is  the  later  date  and 
prior  to  the  expiration  of  such  ninety  (90)  day  period  and  annually  thereafter,  Lessee  may  pay  or  tender  to  Lessor  an 

X^S^FSriS^^8."  such  payments  or  tenders  are  so  made  this  Lease  shall  continue  in  force  and 
2^hfs^east       considered  that  gas  is  being  produced  from  the  Leased  Premises  within  the  meaning  of  Paragraph 

lands  rooted  JlJtTZ?!'^"  °f  *6  Primary  Tf™ 0il  or  gas  is  not  b-n"  produced  Leased  Premises  or 

awlrt£?  2^^'  T  ?  ?en  e^9a9&d  m  drilling  or  reworkin9  operations  thereon  or  shall  have  completed 

a  wed,  either  as  a  producer  or  a  dry  hole,  within  120  days  prior  to  the  end  of  the  Primary  Term  this  Lease  shall  remain 

Z£Z*°°IV  C°ntinUed  in  900d  **•  and  with  reasonable  ''^^^Z^ 
hundred  eighty  (180)  days  shall  elapse  between  the  drilling,  completion  or  abandonment  of  a  well  and  the 

SZSS^nS'°1Kd*'  rework  or  began  completion  of  a  well  and,  if  such  operations  result  in  the 
production  of  oil  or  gas,  so  long  thereafter  as  oil  and  gas  is  produced  from  the  Leased  Premises. 

*m,M        »„  "  °''  °r  gaS  is  Prod"ced  from     Leased  Premises  or  lands  pooled  therewith  and  production  thereof 
n^,^^^^80,"  aftlr  ,he  exp*ation  of  ,ne  Prirnary  Term'  Lessee  shall  have  the  right  at  any  time  withT 

^n^fJl3     ^ZTum?  Rr°dllct|on' ln  "nich  event  this  Lease  shall  remain  in  force  so  long  as  such  operations 

9O0?.?'m  and  Wltn  reasonable  diligence  with  no  cessation  of  operations  of  more  than  120 
fH^S^  yh  a,"d  rf  8^o  ^^"S  result  in  the  production  of  oil  or  gas,  so  long  thereafter  as  oil  or  gas  is 
produced  from  the  Leased  Premises  or  lands  pooled  therewith.  "»«»■»» 

Rhaii  ovtLn  ^  «,TheK9htS  °f  eithe^ party  nereunder  may  be  assigned,  in  whole  or  in  part,  and  the  provisions  hereof 
£ In? -A       6"!'  P6l2°n!  representatives,  successors,  and  assigns;  however,  no  change  in  the  ownership  of 
dlmS     h  h°/  TOyalty  °r  "lu6  dT i0n  thereof  hww*r  acco"iplished  shall  operate  to  enlarge  the  obligations  or 

68866  N,°  Cna"9e  in  ,ne  """""P  or  the  division  of  the  land  or  royalties  shall  be  binding  upon 

*  Ph^rUn,i,hirty  <30)hdT  aft6r  LeSS6e  Sha"  h"»  been  fumisned  *•  '"s^ment  orXumerts 

or  recorded  copies  thereof  resulting  in  such  change. 

»*om  .  L68SOr  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  claims  of  all  persons 

wlromsoever.  Lessor  agrees  that  Lessee  shall  have  the  right  at  any  time  to  pay  or  reduce  for  Lessor  either  before  or 

£££££ JEMS*  T*£ °th^tenS °r in,ere8tS and °** cnargSVnst £££E££^ 

or nLr^f    i  -     subordinated  to  the  rights  of  the  holder  thereof  and  to  deduct  the  amounts  so  paid 
from  royalties  or  other  amounts  due  or  which  may  become  due  to  Lessor  under  this  Lease  If  Lessor  owns  less  interest 

^ZZIT* the..L6a8ed  Pr6mi86S  th6n  «*> 6ntire  and  undivkted  *•  simplelsVo^nSmeref 
PsS^y^^ 

etrrrra^ 

with  all  federal  Zp^S  ^^"T  1"  Lea8ed  P,?,mi8eS  Wi"  subject  10  and  "*  be  conducted  in  compliance 
^i ^ta^nri  C5^and  other  laws' rules'  ordlnanoes,  regulations  and  requirements.  Lessee  will  assume 

£f?£  !  h0Pew  h  "S  """S      a" app,iCable  ,aws  This  Lease  sha"  not  06  terminated  in  whole  or 

^I^k         u6^- ,able  ^  dama9es  for  fallure  t«>  comply  with  the  terms  herein  set  forth,  if  compliance  is 

^  kfe"Ure  '1?  reSUlt "  any  order' rule  or  re9ulation  of  applicable  federal,  state  county  or  other 
bEZSS  ^ ^  restnc«on  and n,ot  otherwise  "*»  maintained  herein,  the  Primary  Term  hereof  sh!Sl 
dlllv^  tf.rl^m  ,  ann,versa2' date  "ere*  occurring  ninety  (90)  or  more  days  following  the  removal  of  such 

suS?hat  no^ur^T  ^  by  0P6rati0nS  ^  pradUCtion  as  provided  herein  as  * 

h,nrti„„       =^etheI0.rt.n<Lt  this>ef se  ls  executed  by  all  parties  named  herein  as  Lessor,  this  Lease  shall  be 

r    t6  ben6ffi  °f  a"  P*"*65  "h0  execute  il  (whether  or  not  named  herein)  and  all  parties  from 

SlTSiSL^S0!      3l!     ^  'f  e^6C,U,e      LeaS6  This  lease  also  0076,5  and  includes  a«  land  ovimea  or  claimed 
by  Lessor  adjacent  or  contiguous  to  the  land  particularly  described  above  whether  the  same  be  in  said  survey  or 

surveys  or  in  adjacent  surveys,  although  not  included  within  the  boundaries  of  the  leased  premises. 

Le«nr  mfu  s.  J;68!!!!'"^™'^8  and  holds  Lessor  harmless  from  and  against  any  claims,  costs  and  liabilities  such 

£££  wfth  °LTJUry  °f  dea,h  t0Jny  pereon' injury  or  dama9e  10      PraPertv'  failure  to  adhere  to  or 

STS*!I^J1ISFJ?*  T.'  T'68  0r  re9ulatl0ns  or  "emand  for  monetary  damages  (collectively  the  "Claims")  to 

that  such  Cta.ms  relate  to  or  anses  from  Lessee's  operations  under  this  Lease  or  Lessee's  breach  of  its 
ootigations  under  this  Lease. 


invalid,  illegal  or  unenforceable  provision  had  never  been  contained  herein.  construed  as  it  such 

i        hI?       I?     e^nt  of  any  16931  action  or  Proceeding  between  the  parties  seekinq  to  enforce  the  term*  nf  thk 

of*^  ST*"8  Part?  'n  SU°h  adton  Sha"  *  entit,ed  t0  in  to  all  remedtes t£S  toTat  tew  all 

of  its  costs  and  expenses  in  connection  therewith,  including  attorneys  fees  and  costs.  ' 

supercedes  anv  lUd  Si"!  agreement  of  *•  Parties  the  subject  matter  hereof  and 

tart^  J»  n»r^LnC!BCe  reqUit!5 ,°1 P°rmitted  to     given  hereunder  must  be  in  writing  and  must  be  sent  to  the 

„,=~.  ,2°..  N°  SURFACE  OPERATIQNS.  Lessee  shall  not  enter  upon  the  leased  premises  erect  set  uo  or 
pl^a^structure  or  building  on  the  leased  premises,  or  conduct  any  drilling  operations  u^Ttt,^ T  ^rfacl  o  the 
^edprem.ses  without  the  written  consent  of  Lessor.  Lessee  shall  onlj  develop  the toned  premised  by  wli™  » 
nZ^S  a"f °^ly  C"re^0,la,  0r  horiZOntal  drill,n9  <**"™nced  from  a  surface  taXTKffiluSh 

™SSto:Sand  ,hrou9h  - teased  premises  and  - 

utifee'eSino  It fZZSjE  "*  T'™  ^  Techn°,09*  fission,  to  conduct  .J^ta  or 
utilize  existing  data  collected  for  exclusive  use  or  for  an  undershoot  by  other  third  parties  to  image  the  subsurface  of 
the  leased  premises,  including  the  right  to  lay  receiver  lines  and  /  or  sources  on  theleaid  pSes  SUb*urface  * 

l»m  Ji'  „5ptiln  to  f**81"1  Lessee  is  here°y  9'ven  the  option,  to  be  exercised  prior  to  the  date  on  which  this 

VZmZZEf  T'drPire  in  acc°rdance  »fth  *  terms  and  provisions  of  extending  mis  leiTfor  a 

£ta  S °f  *e  ^^f96  then  held  nereuntter        would  expire  unless  so  extended.  The  only 

US £££    ^T36  J!?  °p,IOn  iS  t0  deliver  pavmerrt  to  Lessor' such  Pay™"*  to  be  post  marked  by 
U.S^Mail  on  or  before  the  expiration  of  the  primary  term  of  this  Lease  to  Lessors  last  known  mailina  address  anrUhr 

tafonwn  ?ntftl^nder  any  Chan9e  0f  0WnershiP  to  L«eeiSr« 2Z5 c^sSon  equal 

to  the  onginal  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease  at  such  time  of  extension  q 

LE^OR:JOHNMHA«^TON  LESSOR: 


THE  STATE  OF  TEXAS  § 

§ 

COUNTY  OF  TARRANT  § 


This  instrument  was  acknowledged  before  me  on  this  3C»  day  of  A^lA  I  2008 
by  JOHN  M.  HAMILTON. 


of  A^lA  7^ 


ROBERT  A.  ROUX 

Notary  Public,  State  of  Texas 

t^KXl     Mv  Commission  Expires 

&  — 


Notary  public  -  State  of  Tefc; 


